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12 CFR Ch. VII (1–1–02 Edition)§ 702.101

Subpart A—Net Worth
Classification

§ 702.101 Measures and effective date
of net worth classification.

(a) Net worth measures. For purposes
of this part, a credit union must deter-
mine its net worth category classifica-
tion at the end of each calendar quar-
ter using two measures:

(1) The net worth ratio as defined in
§ 702.2(g); and

(2) If determined to be applicable
under § 702.103, a risk-based net worth
requirement.

(b) Effective date of net worth classi-
fication. For purposes of this part, the
effective date of a federally-insured
credit union’s net worth category clas-
sification shall be the most recent to
occur of:

(1) The last day of the calendar
month following the end of the cal-
endar quarter; or

(2) The date the credit union’s net
worth ratio is recalculated by or as a
result of its most recent final report of
examination; or

(3) The date the credit union received
written notice from NCUA or, if State-
chartered, the appropriate State offi-
cial, of reclassification on safety and
soundness grounds as provided under
§§ 702.102(b) or 702.302(d).

(c) Notice by credit union of change in
net worth category. (1) When filing a
quarterly or semi-annual Call Report, a
federally-insured credit union need not
otherwise notify the NCUA Board of a
change in its net worth ratio that
places the credit union in a lower net
worth category;

(2) A federally-insured credit union
which files its Call Reports semi-annu-
ally shall give written notice to the
NCUA Board and, if State-chartered, to
the appropriate State official, of a
change in its net worth ratio for the
quarters ending March 31 and Sep-
tember 30, if that change places the
credit union in a lower net worth cat-
egory, provided however, that this para-
graph does not apply when a credit
union has been notified by NCUA or, if
State-chartered, by the appropriate
State official, of a change in its net
worth ratio that places the credit
union in a lower net worth category;

(3) Written notice as required under
paragraph (c)(2) of this section shall be
given no later than 15 calendar days
after the effective date of the change in
net worth category, and shall be
deemed given upon receipt by the ap-
propriate Regional Director and, if
State-chartered, by the appropriate
State official.

(4) Failure to timely file a Call Re-
port or to timely provide notice as re-
quired under this section in no way al-
ters the effective date of a change in
net worth classification under this sub-
paragraph, or the affected credit
union’s corresponding legal obligations
under this part.

[65 FR 8584, Feb. 18, 2000; 65 FR 55439, Sept.
14, 2000]

§ 702.102 Statutory net worth cat-
egories.

(a) Net worth categories. Except for
credit unions defined as ‘‘new’’ under
subpart B of this part, a federally-in-
sured credit union shall be classified
(Table 1)—

(1) Well capitalized if it has a net
worth ratio of seven percent (7%) or
greater and also meets any applicable
risk-based net worth requirement
under §§ 702.103 through 702.108; or

(2) Adequately capitalized if it has a
net worth ratio of six percent (6%) or
more but less than seven percent (7%),
and also meets any applicable risk-
based net worth requirement under
§§ 702.103 through 702.108 below; or

(3) Undercapitalized if it has a net
worth ratio of four percent (4%) or
more but less than six percent (6%), or
fails to meet any applicable risk-based
net worth requirement under §§ 702.103
through 702.108; or

(4) Significantly undercapitalized if it
(i) Has a net worth ratio of two per-

cent (2%) or more but less than four
percent (4%); or

(ii) Has a net worth ratio of four per-
cent (4%) or more but less than five
percent (5%), and either—

(A) Fails to submit an acceptable net
worth restoration plan within the time
prescribed in § 702.206; or

(B) Materially fails to implement a
net worth restoration plan approved by
the NCUA Board; or
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(5) Critically undercapitalized if it has
a net worth ratio of less than two per-
cent (2%).

(b) Reclassification based on super-
visory criteria other than net worth. The
NCUA Board may reclassify a ‘‘well
capitalized’’ credit union as ‘‘ade-
quately capitalized’’ and may require
an ‘‘adequately capitalized’’ or ‘‘under-
capitalized’’ credit union to comply
with certain mandatory or discre-
tionary supervisory actions as if it
were in the next lower net worth cat-
egory (each of such actions hereinafter
referred to generally as ‘‘reclassifica-
tion’’) in the following circumstances:

(1) Unsafe or unsound condition. The
NCUA Board has determined, after no-
tice and opportunity for hearing pursu-
ant to § 747.2003 of this chapter, that
the credit union is in an unsafe or un-
sound condition; or

(2) Unsafe or unsound practice. The
NCUA Board has determined, after no-
tice and opportunity for hearing pursu-
ant to § 747.2003 of this chapter, that
the credit union has not corrected a
material unsafe or unsound practice of
which it was, or should have been,
aware.

(c) Non-delegation. The NCUA Board
may not delegate its authority to re-
classify a credit union under paragraph
(b) of this section.

(d) Consultation with State officials.
The NCUA Board shall consult and
seek to work cooperatively with the
appropriate State official before reclas-
sifying a federally-insured State-char-
tered credit union under paragraph (b)
of this section, and shall promptly no-
tify the appropriate State official of its
decision to reclassify.

[65 FR 8584, Feb. 18, 2000, as amended at 65
FR 44966, July 20, 2000]

§ 702.103 Applicability of risk-based
net worth requirement.

(a) Criteria. For purposes of § 702.102, a
credit union is defined as ‘‘complex’’
and a risk-based net worth requirement
is applicable only if the credit union
meets both of the following criteria as
reflected its most recent Call Report:

(1) Minimum asset size. Its quarter-end
total assets exceed ten million dollars
($10,000,000); and

(2) Minimum RBNW calculation. Its
risk-based net worth requirement as
calculated under § 702.106 exceeds six
percent (6%).

(b) Optional Call Report filing. For
purposes of this part, a credit union
which is required to file a Call Report

VerDate 11<MAY>2000 02:28 Jan 18, 2002 Jkt 197038 PO 00000 Frm 00337 Fmt 8010 Sfmt 8010 Y:\SGML\197038T.XXX pfrm02 PsN: 197038T


